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29 October 1985

STAT MEMORANDUM FOR:
FROM:

SUBJECT: Draft HAC Unclassified Report

The section of the subject report on General Purpose Automated Data
Processing Resources has four guidance items: 1) a prohibition on new
starts for major projects ( $100M lifecycle costs or greater than $25M
in one year ) unless Congress explicitly approves; 2) Use of financing
and acquisition plans that ensure lowest overall total cost to the
Government; 3) buy-out of all leased office automation equipment; and 4)
submission of the fiscal year 1987 budget request for ADP resources at
the same level of detail in the relevant exhibits as required for the
Department of Defense. My preliminary assessment is that only item 2
will potentially cause us some problems. My experience tells me we (OIT
and CIA) are in compliance with the Congressional notification
requirement for programs at the dollar level specified. With respect to
item 3 (buy-out of office automation equipment), I believe we are in
good shape. Almost all Wang equipment is purchased under
lease-to-ownership plans (generally two years) and thus complies with
the Congressional intent to avoid "uneconomical leasing." Finally, it is
not possible to assess the impact of more detailed reporting to Congress
on ADP resources because the required level of detail 1is not described
in the package we received. Generally speaking, however, the additional
detail, whatever it is, will be burdensome. The detail that is currently
required is already burdensome (as you know, I have direct experience
in this area, as I was responsible for pulling the ADP exhibits
together for the 1986 budget.)

In terms of the guidance on methods of financing and acquisition
for ADP resources, I believe we are generally in compliance. In the
Spring of 1986, the Information Handling Group of the Office of the
Comptroller prepared a study on the cost-effectiveness of the Annual
Payment Plan (APP) method. In almost all cases, continuation of the APP
plan was less expensive than a single payment (i.e., outright purchase.
) The analysis utilized a 10 percent discount rate to handle
time-value-of-money (this was the method of analysis prescribed at the
time by Government procurement regulations.) I have no reason to believe
that the situation, in general, would be different today---i.e., our
typical financing method 1is in 1line with the proposed Congressional
guidance. However, to maintain flexibility, I believe the Congressional
language should be modified, to wit:
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...acquisition of ADP equipment in the most economical manner,
including outright purchase, unless ADP and contracting officials can
specifically justify a method of acquisition and financing that will
produce a lower total overall cost to the Government,
or_the method of acquisition and financing can be
otherwise demonstrated to be in the best interest of the Government.
(suggested modifications underlined.)

The above suggested addition would cover cases where "lowest cost"
is not the overriding issue; e.g., unplanned procurements (i.e.,APP's
may be necessary if purchase funding is not available); acquisition for
test and evaluation (systems life unknown, lease possibly preferred);
acquisitions with an unknown systems life (lease-with-option-to-purchase
possibly preferred), etc. In the dynamic Agency and OIT environment
funding and acquisition flexibility is a necessity. The Congressional
language should be modified to reflect that reality.

Distribution:

- addressee
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The Director of Central Intelligence _&5 ° -’Jz; i
Washiagton. D.C. 20503

Intelligence Community Staff

23 October 1985

MBMORANDUM FOR: Mr. Briggs, CIA
STAT T R

Mr. Geisen, DIA

| | SAF/SS STAT
. Mrs. Andrews, DASD(I)/C3I

FROM: Robert D. Kline
Chief, Legislative Liaison

Draft HAC Language To Appear in the HAC's Unclassifed Report

Attached for your information and use is draft language that will appear

in the House Appropriation Committee's unclassified report on the
FY 1986 budget, which the Defense Subcomittee staff provided me late yesterday

afternoon. My understanding is that the unclassified report will be available
late Friday aftemoon, or on Monday 28 0ctob{1995. .

STAT

Attachment:
As Stated

1
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pergonnel at the 23rd Air Force to no more than were on bo
1984.
19. use tboimgomofl’mjoct“btho Der-
the Air Force is directed to fully fymé ffort
withi available.
. The Force is directed to pgragles of
go man( i nt required by the
jons being taken bud “
gfu mm:ha:inm\ t ltimx
gadnlOpon ons ected
A4C C-130 and C-141
The Department is de-
ed ts, cap rting
hq Special Operations Forces with the C-

::thl il 1] - w L .tt“
ouginin pecific-Organizatio i he e to
glude the aéed for Special support gir
to the CIN® sm- fleet ‘gommmdeu from being di ici-
> in Na pecial Warfare operations missions im
thepetamander is being called upon o utiize & ort

EBd exéXB% Juch a mission.
INTELLIGENCE AND INTELLIGENCE RELATED ACTIVITIES

The Committee reviews the intelligence and intelligence related
activities budgets with the same intensity and com ess as is
afforded other portions of the Departmefit of Défense (DOD)
budget. Because of the highly sensitive nature of these activities, -
the results of the Committee’s budget review are published in a
T ort. “The Intelligunse ooaprehensive Feumvarier fegroniotudis
report. i community is comply y
with the recommendations and direction in the classified annex ac-
companying the fiscal year 1986 DOD Appropriation bill

COMMITTEE'S OVERSIGHT PUNCTION

In pursuing its oversight function in the intelligence and intelli-
gence activities areas, the Committee held numerous sepa-
rate hearings and briefings which resuited in several thousand
pages of transcript and written responses for the record relating to
those hearings. Additionally, there were several hundred of
written responses for the record not related to any specific m:na

The Committee remains convinced that a continuing, intensive
investigative effort of the overall intelligence area is warranted be-
cause of the relative isolation of the intelligence community from
outside scrutiny. Traditionally, the intelligence agencies generally
have been exempt from routine review by the General Accountin
Office (GAO) except in a limited number of instances. The GA
review efforts primarily encompass the intelligence related activi-
ties areas.

Over the years, the investigative efforts of the Committee's Sur-
veys and Investigations Staff have served a common good, both in
furthering and assisting in the Committee’s oversight function, and
in ide:ggying important issues for the intelligence community.

| PART A
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These investigative studies will be continued. The Committee has
authorized additional reviews involving the intelligence community
ymcmh‘.willa permit the t;:omm‘m;ltq on:un“tlut the .aml-unl ncies of the
inte community are com wi i
directives and recommendations. tionm orts will
assist in the discovery of new problem aress or issues uiring
both Committee action and remedial measures by the intelligence
agencies affected.

NATIONAL FORRIGN INTELLIGENCE PROGRAM

The National Foreign Intelligence Program consists of those in-
telligence activities of the Government which provide the Presi-
national foreign mtelligence oo broad peosinpie e Congrees with
natio oreign intelligence on concerns ing on
Socurty Conncl i the fores of Jongrrane e e one Nationa
in the form of long-

ments by the principal users of intelligence, and mcrm political
trends, military balance trends, economic trends, treaty monitoring
and su to military theater commanders. :

The National Foreign Intelligence Program budget funded in the
Department of Defense Ap ropriation Act consists primarily of re-
sources of the Central Intelligence Agency, the Office of the Secre-
tary of Defense, the Defense Intelligence Agency, the National Se-
curity Aﬁ‘t‘:cy, the Departments of the Army, Navy, and Air Force,
the Intelligence Community Staff of the Director of Central Intelli-
gence, and the CIA Retirement and Disability System Fund.
fincal yoar 196 National Foreign Tateliuram B reuction In the

year atio oreign ce t, the -
cli:w'ls ocf‘ 'tll::l;:h are explaig;d in the classified annex m re&m.
spite is reduction, funding growth is provided, e Com-
mittee believes that the funds recommended are adequate to sup-
port a viable National Foreign Intelligence Program in the forth-
coming fiscal year. '

NICARAGUAN DEMOCRATIC REXISTANCE

The Committee has included bill language identical to that con-
tained in the House passed Intelligence Authorization bill provid-
ingthatduringﬁsed&eu 1986, no funds available to the Central
Intelligence A'.g:ncg. ent of Defense, or any other agency
or entity of nited States involved in mwmee activities
may be obligated or expended, directly or indi y, for material
assistance to the Nicaraguan democratic resistance including arms,
ammunition, or other equipment or material which could be used
to inflict serious bodily harm or death, or which would have the
effect of providing arms, ammunition or other weapons of war for
military or paramilitary operations in Nicaragua by any group, or-
ganization, movement, or individual.

Additional bill language was included to clarify that nothing in
the above described section of the bill “shall be construed to impair
or affect the authority of the Nicaraguan Humanitarian Assistance
Office to administer humanitarian assistance to the Nicaraguan
democratic resistance of the nature and to the extent provided by,
and under the terms and conditions specified in, the Supplemental

- P = —
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QUALITY OF JUSTIFICATION MATERIAL

Bythonryutunofﬂunppmxm:mu’ ions process, the Committes
is highly dependent upon the individual agencies whose budgets
mbeingnvicwedforthogmtbnlkofh:?;maﬁon in

producing the annual Defense A i bill. Since alternative
sources for acquiring information on hi classified programs are

y d
virtually nonaximt.thindependcncyinupudl' y evident in re-
ﬁowingmmnudbudgummforinuummudmrm

While some organizations such as the National Security Agency
submit well documented budget justification material supplement-
ed by timely and responsive answers to specific addiﬁongf requests
made by the Committee, other organizations are clearly remiss in
the adequacy of the justification provided for the substantial appro-
priations being re?:ened. The Committee wishes to remind the Di-
rector of Central Intelligence of the Committee’s traditional policy
that it is incumbent upon him and the organizations he ovi
provide- adequate detailed justification for every dollar being re-
gested of the Congress upon submissioty of the bud?-t each year.

the future, failure to comply with this policy may force tke Com- -
mittee to recommend no funding for programs which might have
contributed to our national intelligence capability, but which were
not adequately justified.

- GENERAL PURPOSE AUTOMATED DATA PROCTSSING RESOURCES

Over the last several years, the Committes has become increas-
ingly concerned with the lack of adequate management of general
Burpoae ADP in the national security activities of the Executive
ranch. Elsewhere in this report, the Committee discusses in detail
some of the findings resulting from the most recent in-depth inves-
tigation into this area. _
The Committee wishes to make it clear that the general thrust of
the ufuidanec contained in this major review of ADP resources @]
should be considered to apply to the intelligence community as
well. In particular, the following guidance should be clearly imple-
mented within the intelligence community: a prohibition on new
starts of major automated information ($100,000,000 life
cycle costs or $25,000,000 in one year) unless previously submi 4
to th:d Congress in a budget submission for th.tot' ﬁlulADPyea.r or ap-
proved in a reprogramming request; igition- equipment
in the most economical manner, mg outri purchase,
unless ADP and contracting officials can specifically justify a
method of acquisition and financing that will produce a lower total
overall cost to the Government; a program to buy out uneconomi-
cal leasing of office automation equipment; and submission of ex-
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hibits 43A and 43B or an equivalent of ADP justification with
the fiscal 1987 budget request at same level of detail that
has been for the Department of Defenss.

REFORM OF PROCUREMENT MANAGEMENT
As a result of reviews by this Committes as well as other inter-
Congressi i

ested ional Committees, of internal investigations by De-
partment of Defense audit and inspection organizations, of i:’mtx-

intelligence community, specifically not deing
limited to, the following i initiatives over the:
ew years; potential for ing compe volume of sole
source contracts; of contractor performances; types of con-
Mund,eut‘:;emm,owrhudeutm I eo-t':
ntract audit inspection; reverse
Seviews: and verpricing. In addition, the Sirtetor & Canel otel

ment of Defense to ascertain the procurement forms implemented,
or being implemented, in the Department ot Defense which the In-
spector General believes will be of significant benefit there, and
comment on the extent to which these reforms may be applicable
to, or have been implemented in, the intelligence community. The
DCI should ensure that the report to the Committes
status of any reforms being implemented, future initiatives which
may be implemented, savings produced, and future goals. N

BUDGETING FOR PROJECTED INFLATION

Over the past several years, the Department of Defense has
worked with the Congress to ensure that the amounts budgeted for
inflation are readily visible. While there may not be universal
agreement as to the appropriate amount to be included for infla-
tion in the annual Defense Appropriations bill, at least the Depart-
ment has made significant strides in attempting to jus‘tei? the
amount requested as being based upon some index associated with
fuel, procurement items, or expense items, or based upon specifical-
ly signed and legally binding contracts with escalation clauses.

The Committee has some concern that the same rigor in justify-
ing projected inflation in the budget request is not pursued in the

intelligence community. Therefore, the Committee is miquting \/

that, as a of the year 1987 budget request, the

of Central Intelligence provide a breakout by intlllwemm
an ]

for each appropriation, the amount of inflation incl

- ] —_———

|
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to the Committes specific supporting docummentation to indi-
2:. basis for the request. - . :

INTERNATIONAL TERRORISM

In his Annual Report to the Co the of Defe
stated that “the UmPt:d States wﬂlmm uS:cnhry seek a more lct?\.}:
mitton fuly Supports mainiainiag Loushout the world | The Com-
mi y supports main an active defense te
ima::ii“:kf 'r'tt?t i d::v::tmui:gwm
an ve defense rrorism of
billions of dollars u:m‘wm nor millions of troops. Given the rel-
atively small allocation of resources necessary, the Committee be-

A e in nce services, i t
i f'i.kl:{yonowbefaudbythovs.inthnnmum

CIVILIAN PAY REDUCTION RESTORATION

As discussed elsewhere in the Committee report, the Congress
has rejected the President’s pro for a five percent reduction in
civilian pay for fiscal year 1986. As a result, the fiscal 1986
budget request as submitted by the President does not fully fund .
the civilian pey requirements for the intelligence community. In

elsewhere in this re the restoration of fifty per-

centofthoreqmndgt‘iond fordl&nnd.ndm
ties funded in this bi Committee expects intelligence com-
munity not only to receive a share of the additional
funds being provided above the i s request, but also to ac- -

commodats a “fair share” of the absorption required. The Director

of Central Ints is requested to provide a t to the Com-

mittee on i how the absorption has been by intel-

ligence ity as a part of the fiscal year 1987 budget submission.
INTIRNAL AUDIT AND INSPECTION PROGRAM

Over the past decade, the Committee has increasingly relied
upon the many outstanding reports produced by the various audit
agencies of the Department of Defense. The Committee has found
t%e:ﬁ reports tod’be fi.nvaluable in evalua .b' the s:fwusd ll:r; fgih:ire
of the thousands of programs requiring ons o in de-
fense ditures each year. Because of the relative isolation of
the intelligence community as discussed previously, the Committee
intends to ensure that intelligence community maintains a
strong and aggressive internal audit function. Full compliance by
the intelligence community with the provisions of the classified
annex will fulfill this objective.

TACTICAL INTELLIGENCE AND RELATED ACTIVITIES PROGRAMS

The Dcelment of Defense Tactical Intelligence and Related Ac-
tivities ) encompass a diverse array of reconnaissance, sur-
veillance and et acquisition programs which are primarily a
functional part of the basic military force structure, and provide
direct information support to combat operations. TIARA includes
those activities outside the General Defense Intelligence Program

poo— —
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which to command tasking for time-sensitive
information as well as to national communications, command, con-
ml.andinull!gm nts.

requireme

A precise estimate of the impact of the Committee’s recommend-
ed funding for the TIARA programs cannot be calculated at this
time. Since the Committee’s recommended reduction of $2.7 billion
for the “inflation premium” and the “inflation fairness
ment” impact on numerous accounts which include TIARA pro-
grams, the precise impact of those reductions on the TIARA aggre-
gﬁm'dmhmwhdmmimd.ln i since the

mmittee has made a general reduction in the Strategic Defense
Initiative (SDI) program, the impact of that reduction on th

SATKA (Sur:u{lhwl?:».h cqu. 3::' T ing and Kill smont)
subprogram, (w wi aggregation of programs)
cannot be determined at this time.

lanations of the Committee’s specific recommendations for
i sections of this report

png:ma in the a

and/or i annex. The ding provided for TIARA
represents substantial real growth, which the Committee feels will
y support these activities in the forthcoming fiscal year.

e Committee reviews communications, command ntrol
on a functional basis rather than on an ap igfions basi
i\ functional approach is required since these activities gffect
\ almoé¢ every aspect of DOD operations and gan be reviewed jnore
‘effectively as a coherent whole rather than as separate pieces] The

Yetailed\description of the Committee’s actions in regard to fhese

dctivities\(ollows:

\ C? ProGcrAMS :
Amuﬁau' $18,500,040.000
N ligational a! ity, 1986:
i N 21,200,040.000
\\ 20,116,884.000
uction 1,083.136.000

Total in the bill 20.192.042.000
_'m.miau- obligation suthority, and in addition naxs&ooou}.a
rived by\transfer from prior year uncbligated balances. H
The Committee recommends a total of $20,116,884,000 for thq C*
rograms of the Department of Defense. This is a reduction of
g1.083, 16,000 from the budget request. :
Althqugh the reduction appears to be somewhat substantial, it
should noted that the funds to be provided in fiscal year 1486
and y provided in other recent defense budgets have and will
provide gignificant growth and ‘modernization in the entire range
of DOD’ xeonmmnimtions. command and control programs.

! CHANGES TO BUDGET REQUEST FOR C° PROGRAMS

The following table compiles the' recommended changes in the
budget fo} communications, command and control programs re-
quested iR fiscal year 1986. Explanations of the recommended
changes oecur in the appropriate section of the report; i.e., Army

g e
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ROUTING AND RECORD SHEET

SUBJECT: (Optional)
House Appropriation Committee's Draft Report

STAT FROM: ‘

‘ EXTENSION NO.

AC/PMS/0L —
STAT | Q | 31 October 1985

TO: (Officer designation, room numbaer, and DATE
building) OFFICER'S | COMMENTS (Number each comment to show from whom

INITIALS to whom. Drow a line across column ofter each comment.)

RECEIVED FORWARDED |~

1.
D/OL /////

EO/DDA
7D18 Hgs.

w

10. IREE

n.

12.

13.

4.

15.

FORM USE_PREVIOUS
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31 October 1985

MEMORANDUM FOR: Executive Officer to the
Deputy Director for Administration

FROM:
Acting Chief, Procurement Management Staff/OL

SUBJECT: House Appropriation Committee's Draft Report

1. 1In regards to our conversation on 29 October about the
draft House Appropriation Committee's (HAC) report you asked the
Office of Logistics (OL) to review, I believe that the
undertaking of reporting on Procurement Management, as called
for in the draft, is far beyond the capability of OL or anyone
else I am aware of in the Agency. We do not even have access to
the Office of Development and Engineering side of the house, let
alone information regarding other Intelligence Community (IC)
agencies. To gather this type of information for strictly
Agency programs would require a task force consisting of
contracting, technical, audit, and Inspector General personnel.
Alternatively, we could let the General Accounting Office come
in and do it, which I don't think we want to do.

2. Regarding a report for all of the IC, I suppose the
Director of the Central Intelligence, in his role as head of the
IC, could request each IC agency to provide the information HAC
wants, but, again, I do not know whether or not this is feasible
or practicable.

cc: C/IMSS/OL

Cam/?TR A&
5 NDV
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7 November 1985
DDA 85-3785/2

MEMORANDUM FOR: Comptroller
Deputy Chief, Legislative Division,
Office of Legislative Liaison

FRCM: Harry E. Fitzwater
Deputy Director for Administration

SUBJECT: Committee Report on Department of Defense Appropriations
Bill for FY 86 Concerning Procurement Reform for the

Intelligence Community

1. The Agency is fully cogpizant of its obligation to practice good
~w+ - . procurement managément. However, because of our unique mission and the DC:i's
special authority, the Agency's procurement system is not compatible with

(chgxggxganizg;;gnf in the Intelligence Community. Therefore, we defer to
STAT , Dirac-or, Intelligence Community Staff, to rezZcrt on thsz

r:mainder of the Int=lligence Community.

2. In regards to reporting on our procurement system (excluding NRO), we
would have no problem in reporting on such things as our initiatives to
increase competition, volume of sole-source contracts, adequacy of contractor
performance, contract overruns, and audit and Inspector General (IG)
inspections. The more difficult, time-consuming, and resource-required items
involve reporting on overhead cost control, overspecification, reverse
engineering, "should cost" revenues and overpricing. A meaningful review of
these items would require a dedicated task force consisting of contracting,
technical, audit, legal and IG personnel, and could not be done within the
time frame proposed. The HAC does not recognize the complexity or scope of
the reporting that they are requiring. Nor are they considering the security
implication in that the report would almost certainly require us to reveal the
names of classified contractors and classified programs with the possibility
of jeopardizing certain sources and methods. Also, HAC should be reminded
that in the 1981-82 time frame, two HAC staffers spent approximately six
months examining the Agency's procurement system and practices, including
OD&E; the results of their review were positive. 1In addition, a GAO review of
certain FY~-84 year-end contract awards by the Agency was conducted and again
the report was positive.

ADMINISTRATIVE - INTERNAL USE ONLY

Sanitized Copy Approved for Release 2010/10/14 : CIA-RDP88G00186R000800950003-1



Sanitized Copy Approved for Release 2010/10/14 : CIA-RDP88G00186R000800950003-1
ADMINISTRATIVE - INTERNAL USE ONLY

3. Before the Congress asks the Agency to report as suggested by HAC, the
following aspects should be brought to their attention:

a. The Agency cannot report for the entire
Intelligence Community.

b. The time frame suggested for the report is
unrealistic, at least six months would be regquired.

c. The reporting suggested is extremely resource
driven and would hamper normal day-to-day
operations.

d. The Agency's unique mission and authority make our
procurement practices incompatible with the
procurement systems of other government agencies.

-e.” In recent -investigations-by BAC and GAO; our:
procurement methods were given high grades.

. ;£ . - - - - £

Ideally, it weuld 2e 22zt if 2IA coull e oexempt from rapocting as
sugseszed by HAC. £ that is nct zossible, then we s3hould ask to ragort the
items that would put the least strain on our resources. If possible, we
should try to avoid reporting on resource oriented requirements.

1
iR

STAT

~Harry E. FitzwaterU

ADMINISTRATIVE - INTERNAL USE ONLY
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SUBJECT: (Optionat)

ROUTING AND RECORD SHEET 0L 3765 //
7

FROM. \ = |

Executive Officer to the DDA

7D24 Headquarters

EXTENSION

NO.
s/

V

7o

b

o Y
Oare &—S_L-w . 76 N'-— ’v% :‘M

< desi ' (N o
:Sl'din(:))m“r " - roem - ond OFFICER'S | COMMENTS (Number each comment to shaw from whom
INITIALS fo whom. Draw a line across column after each comment.)

1. Coamptroller Danny,

7C36 Headquarters

10.

1

12.

13.

14.

15.

Hope you are able to get the
Senate's help in watering down ({in
Joint Committee) HAC's proppsal

for this revie# of contracting
practices in the intelligence
camunity. It is going to be a
major undertaking to get the

info released fram OD&E and other
S&T contracting elements. How are
we going to discuss NRO vs. CIA
funding of procurement? Our pro-
curement operation does not have
much to do with reverse engineering
and will require a lot of effort
to evaluate over specification and
over pricing. We do things
differently than Defense because
we simply do not have the manpower
camitted to the procurement
operation. I think the total
muber of procureme fficers

in c1a*is less than and we are
currently recruiting for
veeanetres. AsSsume you are aware
that two HAC investigators were

in OL about four years ago for
six consecutive months. They were
retired FBI officers who lived

in Vienna and we got along with
them very well in| |
There were no problems but we are
unaware as to what their report
said. They were allowed to look
into anything they wanted. They
later looked at the DDS&T and OD&E.
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‘ Attached for your information is a copy of P. 48
of the Committee report of the Department of Defense
Appropriations Bill for 1986. The report directs
the DCI to evaluate the procurement policies of the .
Intelligence community and report back to the
Defer.se Appropriations Camittee by 1 March 1986.

In addition, the DCI is required to consult with
the IG of the Department of Defense to determine
procurement reforms. |

'me Intelligence Community . “staff is now
cms:.derirgvmatwe should do about this provision

in the Committee report. We would appreciate your
- comments. -
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7 November 1985
DDA 85-3785/1

COMMENTS FOR: Comptroller
Deputy Chief, Legislative Division,
Office of Legislative Liaison

FROM: Edward F. Mitchell
Executive Officer to the DDA

SUBJECT: Committee Report on Department of Defense Appropriations
Bill for FY 86 Concerning Procurement Reform for the
Intelligence Community

The Office of Logistics| | Acting Chief, Procurement Management
Staff/OL) and the Executive Officer to the DDA | | have
carefully reviewed the referenced committee report and considered Deputy
Chief, Legislative Division/OLL guidance contained in OLL 85-3414 of
5 November 1985. We have discussed our findings with the Deputy Director for
Administration and offer the following comments:

1. Certainly, if the appropriations committee and the Congress
of the United States want the Agency to evaluate the
effectiveness of CIA's procurement policy, it will be done
and a report will be prepared prior to 1 March 1986.
Evaluating the effectiveness of CIA's procurement policy and
specifically addressing those items contained on page 48
of the House Appropriations Committee report [on HR 3629
DoD FY 1986 Appropriations Bill] will create a number of
challenges for the Office of Logistics and the Directorate
of Administration. Because of the way in which CIA pro-
curement is organized and conducted in a decentralized
manner, many procurement programs are not within the
day to day purview of the Office of Logistics. They do
not have access to the Office of Development and
Engineering side of the House. To gather the information
needed for Agency programs, we must establish a task force
consisting of contracting, technical, audit and inspector
general personnel. This can be done even though it will
require substantial resources be diverted from other
priority tasks. We believe a 1 June 1986 reporting date
is more appropriate and would permit CIA sufficient time
to prepare a more meaningful review and report. The report
certainly should be submitted through HPSCI to keep this
information within our oversight structure and to facilitate
protection of sources and methods. The DDA defers to

Director, Intelligence Community Staff, concerning
the ability of the DCI to provide a similar report for the
entire intelligence community.
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SUBJECT: Committee Report on Department of Defense Appropriations
Bill for FY 86 Concerning Procurement Reform for the
Intelligence Community

STAT 2. We agree with comments in his 5 November

memorandum that if a report must be rendered, it is best
that the intelligence community do it "in house." Also,

we in no way wish to aggrevate the Congress in placing
obstacles in carrying out their instructions. The Congress
has concerns with aspects of defense procurement and it is
understandable that they would like to be assured that a
similar problem does not exist in the intelligence community.

STAT
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, Attached for your information is a copy of P. 48
of the Camnittee report of the Department of Defense
. Appropriations Bill for 1986. The report directs
the DCI to evaluate the procurement policies of the .
Intelligence cammnity and report back to the -
Defense Approprlatlons Camiittee by 1 March 1986.
In addition, the DCI is required to consult with
the IG of the Depart'ment of Defense to determine
pmamenent reforms.

’Ihe -Intelligence Carlminity\,Staff' is now
considering what we should do about this provision
in the Committee report. We would appreciate your
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OLL 85-3414
5 November 1985

'
MEMORANDUM FOR: DDA v
DDS&T
COMPTROLLER
D/OL
C/ALD/OGC
DC/ICLD/OGC
C/LP&S/0GC

STAT FROM:

SUBJECT: Committee Report on Dept of Defense
Appropriation Bill for FY 86 concerning
Procurement Reform for the Intelligence
Community

1. Attached for your review and comment is part of an
Appropriations Committee Report on H.R. 3629, the DOD
appropriation bill for FY 1986. It concerns "procurement
management reform" for the Intlligence Community. More
specifically, the report requires the DCI to file a report with
the Appropriations Committee evaluating the effectiveness of
procurement policies of the Intelligence Community. While this
requirement is part of the committee report, it is not part of
the bill.

2. There is no equivalent provision in the Senate bill. On
October 30, 1985, H.R. 3629 passed the House. The Senate
Appropriations Committee is now working on the House bill. It
is expected that the Senate will act on thier version the week
of November l1llth and a Conference on the House and Senate
versions will be held the week of 18th of November.

3. While this report may cause some concern, it should be
borne in mind that it is the DCI who is asked to do the study
and not some outside authority. 1In other words the DCI remains
in control. Simply stated it is an "intelligence community in
house" evaluation. Next, should we vigorously oppose this
relatively straight forward request for a self evaluation, will
not Congressional suspicions be aroused? 1In view of media
attention given to procurement reform, Congress could come back
at the Intelligence Community with something even less to our
liking than what is now prescribed on page 48.
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4. Since a conference on the House and Senate versions of
the bill is tentaively scheduled for the week of November 18th,
please provide your comments by November 12th.

STAT

Attachment:
as stated

Distribution:

Original - Addressees

- D/OLL

-~ DD/OLL

- OLL Record

- OLL Chrono

- LEG Subject (Procurement)
1 - JBM Chrono

LEG/OLL:JBM:dpt (5 Nov 85)
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partment of Defense audit and inspection organizations, of invest;-
gative journalism, by the various media, and of dedicated individual
military and civilian workers who would not accept bureaucratic
resistance and inaction. significant new procurement management
reforms are being implemented to ensure that the best possible de-
fense is purchased for the least possible price. However, the Com-
mittee is concerned that by the very nature of the business con-
ducted by the intelligence community. the same vigorous and far
reaching scrutiny may not be available to highlight where improve-
ment is needed in the procurement practices of these organizations.
As a result, the Committee is directing that the Director of Central
Intelligence provide a report to the Committee no later than arch
» 1980 evaluating the effectiveness of the procurement policies of
the intelligence community, specifically addressing. but not being
limited to. the following issues: initiatives implemented over the
last few vears; potentia) for increasing competition; volume of sole
source contracts: adequacy of contractor performance; types of con-
tracts used: cost overruns: overhead cost control: overspecification;
contract audit and inspection; reverse engineering; ‘“should cost™
reviews; and overpricing. In addition, the Director of Central Intel-
ligence should consult with the Inspector General of the Depart-
ment of Defense to ascertain the procurement reforms implement-
ed. or being implemented. in the Department of Defense which the
Inspector General believes will be of significant benefit there. and
comment on the extent to which these reforms may be applicable
to. or have been implemented in, the intelligence community. The
DCI should ensure that the report to the Committee addresses the
status of any reforms being implemented, future initiatives which
ay be implemented, savings produced, and future goals.

BUDGETING FOR PROJECTED INFLATION

Over the past several years, the Department of Defense has
worked with the Congress to ensure that the amounts budgeted for
inflation are readily visible. While there may not be universal
agreement as to the appropriate amount to be included for infla-
tion in the annual Defense Appropriations bill. at least the Depart-
ment has made significant strides in attempting to Jjustify the
amount requested as being based upon some index associated with
fuel, procurement items, or expense items, or based upon specifical-
ly signed and legally binding contracts with escalation clauses.

The Committee has some concern that the same rigor in Justify-
ing projected inflation in the budget request is not pursued in the
intelligence community. Therefore, the Committee is requesting
that, as a part of the fiscal year 1987 budget request, the Director
of Central Intelligence provide a breakout by intelligence program
for each appropriation, the amount of inflation included. and
supply to the Committee specific supporting documentation to indj-
cate the basis for the request.

INTERNATIONAL TERRORISM

In his Annual Report to the Congress. the Secretary of Defense
stated that “the United States will continue to seek a more active
defense against terrorist attacks throughout the world.” The Com.
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In his Annua] Report to the Congress, the Secretary of Defense
stated that “the Unijted States will continue to seek a more active
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